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WESTERN GERMANY AND RECONSTRUCTION 
1. STAGNATION IN THE WESTERN ZONES 


The economy of the U.K. and U.S. zones of Germany shows many of the 
economic difficulties which we find in France or Poland and in other European 
countries, but the similarities apply only to the nature of the problem not 
to its quantitative aspects. The two zones are a caricature of the French 
economy; industrial activity is about one-third of what it was in 1938, and 
shows no signs of rising, while French industry has improved steadily to 
about go per cent of the 1938 level. It was inevitable that the two zones 
should stand at the end of the recovery queue, but it should be equally clear 
that the difference between recovery and stagnation is more than a difference 
of degree. How much of the economic decay in the two zones can be ascribed 
to the complexities of the political set-up is difficult to say; that, however the 
machinery of quadrupartite, tripartite, bipartite administration and obscuri- 
ties in the definition of functions and powers of German central and State 
Agencies have been a severe handicap in ‘policy making and execution is 
indisputable. Even where policy decisions were finally agreed upon, they 
often worked against recovery, thus adding to the burden of the Western 
Allies who were compelled to maintain the non-working German economy by 
mounting subsidies. 

Looking back over the last 12 months, the overall picture is one of 
stagnation and in some respects of marked, though uneven, deterioration. 
Industrial production fell back from autumn 1946 to Spring 1947 almost to 
the stand-still level reached at the cessation of hostilities. The summer 
recovery, partly using up last winters unprocessed stocks, has hardly regained 
the figures of mid-1946 which, at that time, fluctuated around 40 per cent of 
the 1936 level. This rate of production is, statistically speaking, significantly 
different from zero; economically speaking 7.e. from the consumers’ point of 
view, it is practically nil. 

Industrially produced consumers’ goods cannot be bought by the ordinary 
consumer. The British zone is producing, for the 5} million children under 
15 years of age, at a rate which makes it possible to give to each child one 
outer garment every 3 to 4 years, one under garment every 6—8 years and a 
pair of shoes every 2—3 years. As bombing, expulsion, emigration, and 
several years of shortages have reduced household reserves, the inadequacy 
of a 20 per cent level of consumer goods output is obvious and the overall 
impression that the economy is not working at all is not surprising. 
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It is widely known that in the food sector, conditions are different only in 
degree. The normal consumer has, for many months in 1946 and in 1947, 
obtained of the basic ration scales of 1,550 calories per day, less than 1, 100. 
The resort to purchases outside official channels is thus a matter of survival. 
A planned reduction of food consumption of say 20 per cent can be adminis- 
tered as the war economy of many countries has shown. Even 40 per cent 
may be feasible. A cut of 60 per cent in food and 80 per cent in other con- 
sumers’ goods cannot be rationally administered or planned since it forces 
consumers into the black market. 

Turning to producers goods, the situation may appear to be slightly better, 
but steel production is less than half the amount permitted under the Potsdam 
Agreement, which, in turn, is much less than half of what the two zones 
consumed in 1936. Output of cement and bricks is running at about one- 
third of the 1936 production; heavy chemicals at a somewhat higher rate. 

Coal production on which special care has been lavished, is moving up to 
the 70 per cent mark; the generation of gas and electricity exceeds 70 per cent 
of 1936. Yet, domestic coal allocation is one to two cwts for 6 winter months, 
and the electricity cuts were maintained on a considerable scale throughout 
the summer. 


2. THE WASTE OF UNDER-UTILISATION 


The figures do not tell the full story; the low level of industrial activity 
leads to a shocking waste of resources. There is evidence to support the 
thesis that a reduction in output and employment tends to increase efficiency 
of units still in production, but that applies only to a moderate reduction 
within a limited range of capacity use. Below this limit inefficiency increases 
sharply. Take, as an illustration, the utilisation of coal inside Germany. 
Of the total loadings of the Bizonal Area just under 20 per cent are exported, 
net deliveries to the French and Russian Zones and Berlin amount to about 
3 per cent. Over 75 per cent are therefore available for the combined U.K. 
and U.S. zones and constitute more than half of the 1936 supplies of the 
bizonal area. Fifty to sixty per cent of pre-war supplies move, however, only 
40 per cent of the industrial wheels, and the population shivers throughout the 
winter. This low coal efficiency of the bizonal industrial machine, at a time 
when coal sets a limit to industrial recovery for the whole of Europe, is 
symptomatic of the waste of under-utilisation which permeates all fields of the 
economy. Coal consumption per unit of output has almost doubled in the’ 
mines and raily,ays and in many factories working part-time. It has been said 
that about 10 per cent of coal loaded on trains is lost en route, particularly in 
the winter months. Some of the coal allocated for industrial purposes finds 
its way into the domestic households and, through barter, into non-essential 
and unrecorded production. This waste of coal is not a result of deficient 
planning or allocation; planning of the type attempted in the zone cannot work 
at that level of output where load factors throughout industry work against 
fuel efficiency and where the domestic consumer is told to go without coal. 
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The low level of industrial activity impairs industrial efficiency in other 
ways. The irregular flow of raw material supplies, the lack of small quantities 
of material ingredients, from internal and external sources, or of spare parts 
and repair facilities lead to numerous production hold-ups and a consequent 
loss of working time. Real costs, therefore, rise steeply and productivity 
falls. The working population in employment, only slightly smaller than that 
of 1936, produces less than half the pre-war output. This is not only the 
result of the slowing up of the industrial process, but, to some extent, the 
consequence of the default on the official rations which would have reduced 
labour productivity even if they had been fully honoured. 

As it is, a remarkable effort goes into procuring things; car journeys from 
Stuttgart to Hamburg to get a single spare part or a bottle of printers’ ink, 
journeys to obtain licences or some key materials by barter methods in round- 
about ways, fairly regular journeys of all town people to the country side to 
add to the scanty rations, quite apart from the inter and intra-zonal black 
market transactions, swallow up considerable energies of management and 
workers and leave less for production. 

Distribution costs are, therefore, high and are still rising, for more 
efforts must go into procuring scanty goods, as reserves of goods are becoming 
more and more exhausted and the individual unit has to go further afield, 
and on more journeys to obtain desired supplies. 

It can almost be stated in the form of a law that as scarcities grow the pro- 
portion of output, which flows through official channels, declines and the 
amount of bureaucratic effort per unit of controlled production increases. 
The ratio of administrative effort to productive work in manufacturing in- 
dustry in Germany, if it could be calculated, would show a serious lack of 
balance. 

This waste of resources goes hand in hand with a state of over-employ- 
ment. Registered unemployment is negligible and there are many more 
vacancies than can be filled. Much of the registered employment is, of course, 
unemployment in disguise. It is well-known that people are paying premiums 
to be taken on the pay-roll of employers. Equally significant, perhaps, is the 
fact that the number of people working on:their own account, has increased 
steadily. This may be partly due to more complete registrations, but is also 
caused by the setting up of ‘phoney’ businesses producing, mostly, non-essen- 
tial things out of scrap. Moreover, those in industrial employment are not 
normally working a full week. Average weekly hours in the British zone 
industries were about 40 hours in the relatively favourable months of 1946. 
For the average of the last 12 months the waste of under-working through 
lack of supplies must have been of the order of 25 per cent. 


3. THE Process OF CAPITAL DEPLETION 


Things may get worse before they get better. Past events tend to hinder 
recovery and the uncertainties of economic policy within the bizonal area 
dominish the resilience of the economy. If one were to list the main factors 
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which will deepen the crisis automatically, one of the main elements would 
be the exhaustion of reserves of productive and household capital. Depletions 
of stocks of raw materials, spare parts and equipment create discontinuities 
in the industrial process and take away the buffers of elasticity which are so 
essential for the working of a complex industrial structure. Depletion of 
household capital, from houses and furniture down to clothing, shoe laces, 
screws and nails has a similar, though delayed, effect on production and work- 
ing morale. The lower the level of activity the less will be the rate of replace- 
ment, and this, in turn, will make for still lower levels of activity in future. 

This process is maintained and partly accelerated by the financial and 
economic policy operating in the western zones since the end of the war. 
When the Allies took over in 1945, the German economy was practically at 
a standstill, but, as in all belligerent countries, the economy was saturated 
with large sums of war-enforced liquid or semi-liquid savings. Just because 
currently earned incomes and industrial output were very low, these savings 
were mobilised to buy whatever became available of local current pro- 
duction or of essential household goods, sold by those who had suffered little 
loss through bombing and-evacuation and were in need of liquid assets. 
Dissaving continued after economic activity had re-started because essential 
needs could not be met out of current income. Moreover, clearing up the 
towns, repairing essential buildings and communications, repairing schools, 
hospitals and houses meant that a substantial part of the current output took 
the form of investment, thus generating incomes which competed for the 
low output of consumers’ goods. 

In the absence of controls this double pressure of persistent dissaving and 
a high ‘investment’ ratio would have led to a cumulative price and profit 
inflation similar to that of the early twenties. The adherence to direct controls 
in the way in which they were operated partly suppressed the price inflation 
and diverted the pressure onto the grey and black markets. 


4. ALLIES IN WONDERLAND 


If we disregard the original plan of outright de-industrialisation, a 
number of early policy decisions on price and fiscal policy and on the utilisa- 
tion of existing stocks have contributed and are still contributing to the 
inflationary development. The main lines of Allied policy can be sum- 
marised as follows :— 


(a) Dissaving and the distribution of post-war gains 

Prices of basic food rations were approximately maintained, ration scales 
were fixed but most of the time obtainable rations fell short of officially fixed 
rations. ‘They were, at times, so low that they were totally inadequate to 
support life, and forced people to acquire additional supplies in the black 
market. For a time black market supplies were obtainable at rising money 
prices which rapidly swallowed up small savings. As scarcity increased, 
money alone could often not secure the goods, and real assets (household 
goods or parts of current output of consumables) had to be given into the 
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bargain. The growth of barter and compensation transactions in the last 1z 
months was remarkable and is now partly legalized. It is by no means rare 
to-day for workers to get part of their income in kind in lieu of wages, such 
payments being reckoned at official prices. After their savings have gone 
some workers thus get hold of real assets to exchange against food and other 
essentials. 

Firms acquire essential producer goods (outside their licence) by similar 
barter transactions, and it is said that official contracts can hardly be placed 
without granting firms raw material and other licences in excess of actual 
contract requirements which enable these firms to buy and sell in unofficial 
markets. Parallel and partly inter-connected with the official markets a 
widening circle of barter markets grows up which, as true inflationary phenom- 
ena, discriminate against the holders or earners of money assets and favour the 
holder or producer of real assets. On the money side the process sweeps small 
and medium savings into the accounts of real asset holders and lowers the 
real value of earned income. Family budgets for manual workers and 
salary groups collected in 1946 show that family earnings cover between one 
half and three quarters of actual expenditure and are almost invariably 
supplemented by the dissavings of assets in money or in kind.1 The re-dis- 
tribution of savings from the small to the big savers has perhaps reduced, to 
some extent, the inflationary pressure of money demand for essentials, 
though the break-up of saving statistics and the absence of turnover figures 
on savings accounts does not permit us to test this hypothesis quantitively. 
But even if this factor were important it must not be forgotten that in contrast 
to a country such as Britain all goods, bar the most essential ones, have 
become liquid assets and that the process of inflation continues to be fed by 
turning household stocks into money or directly into other goods. 

These developments hit different social groups with different force. 
Easily the most important group of post-war profiteers are the farmers who 
have already acquired a considerable part of urban household stocks and of 
money savings. The former represent a net increase in their wealth, the 
latter must be partly used for the replacement of working capital and equip- 
ment at greatly increased costs and at unofficial prices. However, the scarcity 
value of food, which is usually bartered against industrial goods, is so great 
that part of the black market earnings accrue as net money savings to the 
farming community, and are held as such. Handicrafts and small industrial 
firms, if they escaped war damage, are gaining almost as much, and industry 
proper is fairly well placed too. Food shops and traders, whether in the official 
chain or in the black market, contain a big and growing group of post-war 
profiteers and some of them are amassing fortunes rapidly. ae 

Those worst hit by the inflation are fixed income receivers such as civil 
servants, teachers, some of the professional groups, employees and workers 
as far as they are not paid in kind, and of course, rentiers and pensioners 
without stocks which they can barter. 

1See Monthly Statistical Bulletin, June 1947, pp. 80-91. 
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It is fairly clear that this distribution of post-war gains and losses does 
not represent a deliberate social policy of the Allies but is the haphazard 
result of their uncoordinated departmental measures in the various fields of 
economic policy. 

(b) Taxation, Prices and Profits. 

It has been the policy of the Allied Control Authority to hold money 
wages at a level to which they were pegged at the time of the occupation. 
This was, presumably the counterpart to the price stabilisation of the basic 
food rations. As previously stated the rations became so low that they did 
not cover any more the basic needs, and wages expended upon goods outside 
controlled channels lost rapidly in real value, thus converting the money wage 
stop into a real wage reduction. 

This was neatly re-enforced by the taxation policy pursued independently 
by the finance divisions which attempted to stem inflation by super-imposing 
on the heavy war-time taxation an income tax beginning at a very low level, 
and steeply progressive already in the lower and middle income brackets. 
The lessons that budget surpluses have deflationary effects was here applied 
to a stagnation economy with the express purpose of curbing inflation. The 
aim was not and could not be achieved along this route; not even revenue 
and expenditure could be balanced as the growing deficit of the so-called 
emergency budgets indicates. But the ill-effects of an overdose of taxation 
remained. Low exemption limits and steep gradation reduced disposable 
income of the lower and middle income groups drastically, thus adding to 
the squeeze exerted by rising prices in official and unofficial markets. The 
value of extra income was thus pushed very high, in fact, so high that the 
incentive to earn more (taxable) income was stifled because it seemed im- 
possible to fill the gap between basic needs and disposable income merely 
by harder work. Effort and attendance fell since it was more attractive, 
particularly as long as one could still draw on accumulated savings, to go out 
in search of food or trade than to put in an additional day’s work. The 
disincentive of the tax system, by lowering output, widened again the 
inflationary gap which fiscal policy had attempted to close by cutting demand. 

The price stop ran into similarly troubled waters; the mere maintenance 

of money wages could not keep costs down. The discontinuity in the flow of 
raw material, the break-down of communications, the lack of spares or repair 
facilities, the decline in workers ability and willingness to work, and the under- 
utilisation of plant and equipment sent unit costs up sharply. Holding the 
price line under such conditions meant making production for the official © 
market unprofitable and demanded, in an increasing number of cases, pro- 
duction at a loss. 
In theory there are two ways out of this situation; either to let prices rise 
in step with unit costs or to subsidise loss production. Both ways were, in 
fact, more or less blocked as shown by the following quotation from the 
Monthly Report. 


‘Prior to the Occupation, considerable sums of money were being paid 
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by the German government in the form of food and industrial subsidies, but 
after the Occupation the great majority of industrial subsidies were with- 
drawn by the Allies. Following on this, a policy was formulated by the Allied 
Control Authority by which subsidies would be withdrawn as soon as possible 
provided always that the price increases resultant from the withdrawal of 
these subsidies were not such as to affect the general level of prices to an 
extent which would, in turn, upset the level of wages. 

At the beginning of 1946, practically all agricultural subsidies were with- 
drawn in the French and United States Zones, In the Soviet Zone food 
subsidies have been maintained, while in the British Zone a policy of gradual 
withdrawal of food subsidies has been followed. At the present time the 
principal food subsidies in operation in the British Zone are those on meat 
and milk’. 

The inconsistencies of this policy are obvious. Even the out-moded cost 
of living index has risen considerably (by 13 per cent since the end of hostili- 
ties) and the true rise is twice or three times as great. If subsidies had been 
substantial their withdrawal must have had a considerable effect on prices 
even if unit costs had remained unchanged. 

The desperate attempt to keep prices down in spite of the withdrawal of 
subsidies and of rising unit costs must inevitably have spelled less profitable 
production and hence losses in production. Manufacturers and farmers who 
persistently clamoured for higher prices and were refused price adjustments, 
naturally took evasive action. They cut down output and supplies for the 
low price official market and diverted as much as possible into the free market. 
Failing this, they reduced output altogether, thus preserving their capital 
by keeping plant and machinery on a pure maintenance basis for better times 
to come, or else they decided to withhold output from all markets and to 
produce for stock, thus not only maintaining their capital but increasing it. 
All these lines of evasion clearly add to the inflationary pressure which 
Allied Price Policy attempted to avoid, and the premia which this price policy 
sets on evading the planner render the task of the direct controls (rationing, 
allocation, collection, etc.) infinitely more difficult. Controls slip out of the 
hands of the administrator whether British or German. It does not help 
much to blame them when policy decisions, partly outside their control, force 
them to work an unworkable system. 

The decision against subsidy policy was fatal when seen in conjunction 
with the policy of maintaining the cost of living and money wages stable, but 
even under these adverse conditions the policy might have caused less damage 
if there had been more flexibility in revising prices of intermediate and pro- 
ducers’ goods in the light of current cost changes. Here again the way was 
partly blocked. Prices of a number of products cannot be changed without 
quadrupartite consent, which is practically unobtainable. Some prices cannot 
be, or are not being, changed because they would immediately affect the cost 


1 Monthly Report of the Control Commission for Germany (British Element), June 1947. 
Page 14. 
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of living index, others are not adjusted because it would create a precedent for 
similar products. In this way a price structure which has lost all relation 
to costs is carried over with minor adjustments from one period to another. 

A badly designed price policy, the ban on the use of subsidies and a fiscal 
policy which taxed earned incomes heavily while leaving the major source of 
inflation, namely dissaving of all kinds untouched, has unintentionally 
wrought havoc with the remnants of the bizonal economy by providing dis- 
incentives all round and by undermining the efficacy of direct controls. 
This has aggravated a task which, in any case, was made formidable by the 
zonal split-up which broke the usual chains of internal supplies and by 
differences in outlook and in policies developing between the Allies. It has 
also helped to reduce, the volume of exports which might have paid for 
essential imports. Within the framework of defeat and destruction Allied 
policy and administration would seem to be co-responsible for the fact that 
Germany presents a picture of an ‘ Alice in Wonderland ’ economy equally 
odd and grotesque to the native inhabitants as to the Allies. 


II. A Powicy FoR REVIVAL. 


The German economy is now so paralysed and depleted of reserves that a 
re-activation is impossible without some measure of foreign help; that is, 
without the importation of food, of raw materials and of finished industrial 
goods for which Germany for a while will not be able to pay currently. 
Foreign assistance, however, while indispensable will achieve its purpose 
only if certain internal financial and economic reforms are realised. It is 
imperative that any new input is used for essential reconstruction and for 
drawing into work resources that are now running to waste. Given the failure 
of economic controls and the breakdown of the pricing system there is little 
hope that new facilities will, in fact, be used economically. Nor is there any 
single measure which could remove the obstacles that now obstruct a rational 
policy. 

Take the problems posed by the conditions of suppressed inflation. At 
existing controlled prices the demand for goods greatly exceeds available 
supplies; and the consequent pressure on prices is so strong that the attempt 
to maintain them has ended with the elimination of legal trade over a wide 
range and with the virtual collapse of the authority of the controlling agencies. 
Few would argue that the immediate removal of the controls would improve 
conditions. It might appear that, if prices were allowed to rise, some of the 
bottleneck difficulties would be eliminated because in an open inflation prices 
would rise fastest in those fields where the scarcity is most pronounced so 
that resources would be attracted by them. But the experience of other 
Western European countries shows that under present conditions even a 
substantial inflation can do little, if anything, to bring about the necessary 
re-deployment of labour. Nor would the further reduction of real wages 
which would go with inflation be conducive to a higher effort. What are the 
alternatives ? It is said that the risks of inflation would be smaller if the free- 
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ing of prices were combined with a reduction in the amount that people are 
able to spend; a restored price mechanism could then resume its steering 
function and could help in the allocation of priorities. Two questions arise; 
how could that reduction in expenditure be brought about, and how would 


the price mechanism work, or how could it be used, when expenditure 
is in fact controlled ? 


5. THE INADEQUACY OF A MERE CURRENCY REFORM 

Spending out of current income is at present restricted by heavy taxation. 
But the efficacy of this policy is very limited. The incentive to do legal work, 
which is often synonymous with productive work, is small; many incomes, 
therefore, are earned in unofficial trade where they slip through the fiscal net. 
Also the restriction of spending out of current income is continually offset 
by private drafts on capital. The position would undoubtedly be easier 
if dissaving could be stopped. There are various schemes which aim 
at sterilising all liquid funds either by blocking them (with partial or 
gradual release) or by converting them to a reduced total. Such measures 
could be helpful in more than one way provided that steps are taken 
to ensure that funds released under the blocking schemes and cash 
received by retailers are drawn off and reabsorbed into the banking system. 
To our knowledge none of the schemes which are now being discussed in 
Germany includes such provisions. Without them a currency reform could 
only have a temporary effect, because the stock of cash that could be spent 
freely after the reform would rise from week to week as new releases are 
made. To prevent this it would be necessary to check the use of whatever 
cash is made available for productive purposes! and, in particular, to control 
retailers (see below). 

Still more could be gained if it were possible to merge taxation of current 
income and blocking of liquid savings into one system : if every person were 
given a fixed allowance or ration of cash for purchases at retail (other payments 
for specified purposes to be made by uncashable cheques), consumers’ total 
expenditure both out of income and out of liquid savings, would be limited 
effectively, and there would be less need to rely on heavy direct taxation. After 
an exchange of bank notes all income payments would have to be made by 
cheque, and accounts be blocked; retailers would obtain their supplies only on 
the basis of the total amount of cash which they have paid into their accounts. 
In view of the surplus of clerical labour in Germany the administrative diffi- 
culties of introducing such a scheme should not be exaggerated. Many of the 
required measures, e.g. the exchange of bank notes and the control of retailers 
—would be equally necessary for the success of a mere blocking scheme. 


1 As there would be no point in creating a real stringency of cash for productive purposes, 
the control of spending would be particularly important. The same probicm would arise 
if liquid funds, instead of being frozen, were written down. In this case, too, the impact 
effect would wear out if there were no check on the disposal of the new currency. Moreover, 
such a measure would penalize exclusively the holders of cash as against the owuers of real 
assets. No such objection could be raised against the blocking or conversion schemes if 
they were followed by a more comprehensive capital tax levied on all types of assets. 

2 Kor details cf. T. de Scitovsky. The political economy of consumer rationing. Lie 
Review of Economic Statistics, 1942, p. 122. 
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A financial reform along these lines would help reduce the gap between 
legal and non-legal prices, and this in itself would be a big step forward. 
Dissaving out of real assets, however, would continue. The unofficial markets 
in Germany exist to a large and growing extent without cash; and the 
exchange of real assets—say, of consumers’ capital—for currently produced 
goods represents a source of excess demand just as does the draft on money 
savings. If the latter were blocked and nothing else was done, the former 
transactions would still go on; their quantitive importance is now probably 
at least as great as the importance of spending out of money savings. Ad- 
mittedly it would be more difficult after a currency reform to convert real 
assets into money, 7.e. into legal tender. But as these durable goods have 
themselves taken the role of money, their use for trading purposes would keep 
the black and grey markets going. Owners of real assets therefore would still 
be able to claim part of what is currently produced. 

Ideally this form of capital consumption should be dealt with in the same 
way as the liquidation of money savings. In practice, however, blocking 
or requisitioning is quite impossible when it comes to household goods and 
similar movable assets. The most promising alternative approach probably 
would be for public authorities to lay their hands on as large a part of current 
industrial output as is possible and so to prevent production from being 
absorbed outside official channels. That is, public trading agencies might be 
set up which would buy part of the output of certain industries and sell it in 
the controlled market; or they would exchange these goods by way of organ- 
ized barter with the peasants and/or with foreign countries and thus obtain 
other needed supplies for the controlled sector of the economy. This trading 
method would demand a revision of the present price policy (see later), but 
there would be no need for imposing new ‘controls’: instead of interfering 
from outside with trade, public authorities would directly participate in it 
by taking over in certain fields the commercial function of buying and 
selling. Naturally, the range of this system of state wholesaling which may 
cover various consumer industries and key materials could be extended only 
gradually. But its scope could be widened by fostering and rationalising 
certain tendencies which already exist. 

Many firms now pay their workers partly in kind, leaving it to them to sell 
or exchange these “ wage goods ’; not infrequently goods are bought by firms 
or are produced specifically for this purpose. This policy obviously creates 
many anomalies as between one group of workers and the other, and it is 
wasteful in that it leads to a still further increase in the number of people 
engaged in trading. But in the prevailing abnormal conditions, wage payment 
in kind has one positive function: it protects the real wage and the incentive 
to work. Would it not be feasible to rationalise this practice and use it for 
expanding the official market ? The goods which represent the workers’ 
pay could be delivered to agencies of the Trade Unions or Co-operatives 
which would take over the selling or bartering. Public bodies would thus 
obtain control over still another part of the current output. Many unorthodox 
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things will have to be done or tried out to overcome the dead-lock in Germany, 
and this may be one of them. 


6. Price PoLicy AND SUBSIDIES 


A system of measures combining general expenditure rationing (or 
blocking cum taxation) with public trading would go some way to enlarge the 
area of effective control. Wasteful production and unaccounted investments 
in stocks, which are now financed out of liquid funds without leading to 
market sales, could no longer be undertaken on the present scale, which is 
high relative to what Germany can afford. The mobilisation of these con- 
cealed reserves would be a useful addition to supplies; prices in the unofficial 
markets would fall to a smaller or greater extent, particularly where public 
trading replaced ‘ illegal ’ transactions which always involve high incidental 
costs and risk premia. But it would not be advisable to try to press all prices 
down to the level at which, in the controlled sector, they are now pegged. At 
these prices, which are mostly out of line with costs, only small supplies would 
be forthcoming. An upward revision of many official prices is unavoidable. 
It would be dangerous, however, to rely entirely on the control of expenditure 
(which in any case cannot be foolproof) and on this basis to let prices find their 
own level. In an economy so wasteful as the German economy is at present, 
costs are naturally higher than what they are likely to be in the somewhat 
longer period. The restriction of spending could not, therefore, prevent the 
establishment of prices that are inflated (for any given volume of output) by 
excessive short-run costs. This would be a very precarious market equili- 
brium which would offer no prospects of a reasonable degree of stability. 
A more rational line would be to aim at a price level which allows for irrever- 
sible cost increases, and, at the same time, to offset by subsidies those other 
cost increases which are likely to disappear as output expands. Only trial 
and error can show where the dividing line is; its position can be influenced 
by measures of standardisation and of pooling which it should be possible 
to take once there is a basis for an upward trend in the economy. 

It is not denied that subsidies create certain problems. We may assume 
that in the present situation their immediate effect would be to widen the 
inflationary gap from the expenditure side. Even if this should result—it 
depends on how the subsidies are financed—the gains in effort and output 
obtainable when real wages are kept stable are to be considered. It would be 
necessary to confine the subsidies to very essential commodities, that is, to 
goods which enter heavily into the cost of living, to key materials and, perhaps, 
to certain export goods. To be administered effectively and economically 
the subsidies should be distributed at a level which involves relatively few 
producers, and should be paid preferably at the points where the most 
important cost increases have occurred (rather than at later stages). Many 
difficulties and dangers of abuse could be avoided if Government buying 
programmes with subsequent sales at lower prices made direct disbursements 
to sellers superfluous. The case for subsidies, which at most should compensate 
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only for absolute cost increases is the stronger, the more it can be expected 
that the costs, in respect of which the subsidy is paid, will fall after a time. 


7. CONCLUSIONS 


We conclude that only a policy that is many-sided can gradually lead 
back to a more rational price system and enable the controls to regain their 
grip on the economy. Any policy, however, pre-supposes that there is some 
centre where the power to take decisions finally rests. In the mesh of con- 
flicting agencies no such centre has been evolved so far. Even the simplest 
administrative task becomes a major operation as long as functions and 
responsibilities are so widely diffused. The establishment of a state governed 
by an administration and capable of formulating policy is indeed one of the 
pre-requisites for re-floating the German economy. Moreover, there must 
be assurance of living standards which can be endured if controls are to oper- 
ate effectively. For as long as the volume of production reaching the con- 
sumer is quite negligible in relation to his barest needs, nothing will count 
but individual self-help. As things have developed, only the securing of 
foreign aid can enable Germany to begin production on a more significant 
scale. The consumer industries even then will not be in the position for a 
while to supply the home market with reasonable rations: much effort will 
have to be devoted to the basic industries, to repair and re-stocking. But the 
strengthening of the controls and the rationalisation of price policy cannot 
wait until repair and re-stocking are more advanced. If, then, Germany is to 
receive loans, a portion of them large enough to make a difference should be 
devoted to the purchase of food and of other consumer goods, including (fora 
period) industrial consumer goods which in many cases can be supplied more 
easily than other goods. 

It is moreover self-evident that an adjustment of the price structure will 
not by itself, or not immediately, secure an increase in output. In the last 
instance only a higher production effort—more coal, more steel, more fertil- 
izers, and so on—will help. But it is probably true to say, as the latest report 
of the Select Committee on Estimates points out, that the failure to eliminate 
the corrupting influence of inflation has done more to discourage German 
production than almost any other factor. To tackle this problem is therefore 
the most important next step in an internal programme of recovery. There 
should be more scope than is now for new measures to stimulate output and 
for direct attacks on costs once the controls—both physical and fiscal— 
are reinforced in a reformed pricing system. 

F. A. BuRCHARDT. 
K. Martin. 


BRITAIN AND THE GENEVA TARIFF AGREEMENTS 


The publication of the Report on the Geneva Tariff Negotiations and of 
the text of the General Agreement on Tariffs which embodies Chapter 4 of 
the Draft Charter of I'T.O.," has suddenly transferred the discussion of that 
document from the realm of the theoretical into practical politics. 

In view of previous commitments? which prejudiced attempts to obtain 
further safeguards for poorer areas, especially exporters such as Britain, the 
concessions secured from the other contracting partners are considerable. 
The principle of Preferential Agreements which was all but given up in 
1944-5 was retrieved. ‘This does not embrace merely tariff preferences (which 
are important more from a fiscal than an economic point of view) but also the 
right of reciprocal arrangements. More might have been gained had certain 
fundamental fallacies which at one time dominated British official opinion 
been dispelled somewhat earlier. 

It is, perhaps, not insignificant in this respect that, even after the experi- 
ences of last summer, the Board of Trade in its memorandum presenting the 
agreement asserts that ‘ the United Kingdom, owing to its peculiar depend- 
ence on a flourishing export trade, stands to gain as few other countries do 
from a revival of multilateral trading conditions and the outlawing of pro- 
tective restrictions of imports and the exchange of the kind which strangled 
normal trade relations in the 1930’s.’ It also asserts that ‘ not only has the 
framework of general principles for the conduct of world trade on a fair and 
equitable basis been established but positive action has been taken towards 
lowering barriers to world trade through a far-reaching multilateral agree- 
ment for the reduction of tariffs.’ It is to be hoped that these sentiments 
are an echo of the past rather than guidance for the future, as it is questionable 
whether they stand critical examination.3 


THe AGREEMENT AND WORLD EQUILIBRIUM 


1. It is true that the United Kingdom is peculiarly dependent on a flour- 
ishing export trade. This, however, does not mean that a system of uncon- 
trolled non-discrimination in foreign commerce is the best means to achieving 
this aim. The new rules outlaw long terms reciprocal agreements and 
(except in conditions which are highly unlikely to be realised; cf. Article 42 
and also Article 95 of the Charter), prohibit the establishment of new preter- 
ential arrangements which would generally restore the balance and thus tend 
to increase the volume of international trade and in particular help the United 
Kingdom in achieving such an increase in her exports as would be required 

1 Cmd. 7212 and Cmd. 7258. 
2 Cf. Sir Hubert Henderson, BULLETIN 1946, No. 1. : : 
3 The exception provided to this rule by Art. XIV of the Tariff Agreement (reproducing 


Art. 23 of the Charter) is restricted to ad hoc (i.e. short term) bilateral deals :_ the establish- 
ment of a new and prosperous large-scale multilateral trading area or multilateral restric- 


tions against depression dumping are still prohibited. ' 
4 The conclusion of the Swedish and Russian Trade agreements on a long term reciprocal 
basis justifies the hope that the new President of the Board of Trade has in fact initiated a 


balanced policy of international economic expansion, 
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to sustain a desirable standard of life and full employment. Even after the 
‘fundamental disequilibrium in the world’s balance of payments arising 
from the war and the slow recovery of the old world ’ has been overcome the 
disequilibrium between the U.S. and the rest of the world is likely to persist. 
This disequilibrium is due to the discrepancy in order of magnitude of the 
economic power of the U.S. and any other single country, except perhaps the 
U.S.S.R. in the long run. The devastation of Europe and Asia has no doubt 
been responsible for the peculiar form in which our present dollar crisis 
developed but it would be exceedingly rash to predict, as the Board of Trade 
seems to do, that once the production crisis in Europe has been overcome 
the crisis in the economic relations between the Continents will also have 
been solved, and more especially that we can stand to gain by our insistence 
that other countries should open up their frontiers to us in the same way as 
we are promising to do to the United States of America. If the experiment 
fails, we shall be in a particularly vulnerable position as our dependence is in 
terms of food and raw materials and we cannot long continue to exist should 
our export trade come under pressure as a result of a breakdown in the U.S., 
the dominant economy of the new bloc of multilateral trading partners which 
is being established by these instruments. To say that we are in fact not 
establishing such a bloc but aim at ‘ one world ’ is a mis-statement of the true 
position. By ruling out special relations (except the reduced Empire Prefer- 
ences) these instruments, moreover, perpetuate the predominance of the 
U.S. unless the U.K. immediately forms a complete customs and currency 
union with the Dominions and Western Europe, which attempt is doomed to 
failure for political reasons. Far from establishing ‘ fair ’ rules of the game the 
Agreement and the Charter by their differentiation against partial currency 
and customs unions, freeze the unbalance in the world economy caused by 
the wars. Indeed, the United Kingdom and the United States are essentially 
competitive economies and as the higher competitive power of the United 
States is to a considerable extent due to her greater size and greater riches, 
as well as her intitial advantage in the greater intensity of capital equipment, 
it must be feared that this agreement, together with the Bretton Woods 
instrument, is going to press heavily on our effort at reconstruction and more 
especially on efforts to achieve a measure of economic and financial independ- 
ence from the United States. 

2. Thus, from the point of view of our eventual emergence from our 
present inability to assure sufficient imports by our own efforts the General 
Agreement on Tariffs must be regarded with misgivings. It might, however, 
be argued that the general reduction of tariffs which was secured would 
constitute so important an aid in restoring the disturbed dollar balance of the 
world (once the exceptional need for dollars has disappeared owing to an 
increase in production in this country and in Europe) that a significant net 
gain could be expected for this country even at the cost of some concessions 
preventing maximum progress in areas outside the U.S. 

There is no indication, however, that anything of the kind has been 
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achieved. As long as the detailed analysis of the new tariff schedules is not 
possible (and this will take some time) it would be rash te try to estimate the 
probable consequences of the concrete tariff agreement. Some indication of 
the orders of magnitudes is possible. Out of a total of imports in 1938 of 
£870 millions Britain has given undertaking only in respect of imports valued 
at £63.1 million or on less than 8 per cent. The United States concession to 
Britain in terms of her trade in 1939 are even smaller altogether £32.5-33.5 
millions, of which, however, only £2.5 worth of imports of 1939 benefit of 
such substantial reductions as are of any importance. At best less than 5 per 
cent of U.S. imports have come under direct review. We have no detailed 
indication about the volume and the degree of U.S. concessions to other 
countries. They do not seem to extend to a substantial part of the trade of 
the U.S.« 

The fact remains also that we receive concessions on, at the most, £33.5 
million worth of exports in 1939. 

In addition, preferences enjoyed in the Commonwealth have been reduced 
in respect to U.K. exports amounting in 1938 to £37.4 million, mainly in 
relation to Canada. In so far as Canadian dollars are as hard as any other cur- 
rency, and in so far as English tariffs have been on the low (whereas America 
is on the excessively high) side one cannot help feeling that with these reduc- 
tions it is not possible to increase world trade in general and U.S. imports in 
particular in any marked degree. This impression is strengthened by the fact 
that the U.S. successfully insisted on an escape clause in respect of the most 
important of those categories of goods which have benefited by the American 
concessions—an escape clause which limits the operation of the American 
concessions at any time to imports not exceeding a small fraction of total 
American consumption, any further increase being subject to the favourable 
treatment. In view of the worsened relative position of the Commonwealth 
one would have at least expected an agreement limiting the boosting by 
Government regulation (a typical case of quantitative discrimination) of 


1Si is was written the State Department published its appreciation of the signifi- 
et oe concessions granted by the U.S. (Department of State 2983. Commercial 
Policy Series 109). So far as an analysis of the trade of 1939 can give an indication of the 
probable effects on the respective balance of payments of the U.S. and the rest of the world 
the tentative conclusions of the present paper are amply confirmed (cf. The Economist, 
December 6th, 1947, p. 921). The U.S. received tariff concessions altogether on over 
£1,400 worth of U.S. exports in 1939 of which £1,192 millions were products of which the 
U.S. was the principal supplier. On the contrary the U.S. made concessions in respect of 
£543.1 of dutiable imports coming from the participating countries (or on total imports a 
some, £635 millions). But, given the height of the U.S. duty, only 43 per cent of this tota 
can be seriously said to be affected, in respect of which duties were cut between 35-50 Be 
cent. The ‘ binding’ of duty-free imports is of little avail: for only raw eae and 
certain foodstuffs not competing with U.S. producers were in fact duty-free. And bin sie 
the freedom of import of these will ata es ala tee ie eS ar theeng! mau 

i a iod i ed far too little to balance 1 : 

A SL nD joi most important of its former imports though undoubtedly she 
also exhausted some vital natural resources and thus has become—ceteris ents Fria: 
import-dependent. As a balanced growth of normal commercial lending wou ea be 
possible (after the completion of the Marshall Plan of Emergency Aid) . ee aoe ee 
were allowed to gain access for some goods embodying high productivity labour in the U.S. 
market, the longer run outlook is still highly uncertain. 
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the consumption of U.S. synthetic rubber and the subsidisation of tin smelt- 
ing in which the Commonwealth has a considerable relative advantage. 
In fact, we only retained the right to revoke concessions in respect to colonial 
preferences granted in case American consumption of synthetic rubber eX- 
ceeded 25 per cent of total consumption. But our retaliation would only hit 
U.S. potential exports valued at £4.2 million (in 1938). Our vital concessions 
in respect to Dominion preferences relating to £33.2 million worth of trade 
are given without even this safeguard. As Britain conceded reductions on 
over £28 million of her exports to the Commonwealth out of £94 millions 
and only undertook to reduce preferential treatment granted to Common- 
wealth imports on £8.2 million worth of trade in 1938 out of a total of {108.5 
millions it is clear that even in foregoing Imperial Preference, Britain, 
and not the Commonwealth, has paid by far the largest price. 

Under these circumstances it might be somewhat optimistic to agree with 
the authors of the White Paper that the United Kingdom might hope to 
benefit from concessions which the U.S. have made to the Commonwealth. 
But a final judgement must wait until the detailed schedules can be analysed. 

3. The whole of the inter-war period was bedevilled and more especially 
the fateful drift towards the breakdown of the peaceful structure of the 
European economy much accelerated by the persistent U.S. export surplus, 
which could not in the long run be balanced by commercial lending.t The 
war and its aftermath has enormously aggravated this unbalance to the detri- 
ment of the industrial areas of the Eastern Hemisphere. The restoration of 
the fundamental balance of the world economy implies an adjustment of this 
tendency. But success in this direction depends on a solution not merely 
of the ‘ dynamic’ problem, that is, measures to minimise the repercussions 
of the instability of the U.S. or any other country on world trade, but also of 
the ‘ static’ problem of the inequality in economic power which now distorts 
the world economy. The first problem, which I have attempted to analyse in 
earlier articles? will be touched upon below (para. 5). The second problem, 
the problem of restoring equality of opportunity, is perhaps even more 
intractable and important. Non-discrimination will tend to result in hard- 


1 Commercial lending presupposes the eventual growth of the propensity to import of the 
lender ; otherwise default is inevitable whatever the ‘ soundness ’ of the original ‘ proiect ’ 
or of the policies of the borrower. (Cf. my article on Post-war International Investment, 
Oxford I:conoric Papers No. 7,1945). Mr. MacDougall in his recent articles (cf. esp. Notes 
on Non-Discrimination, BuLLETIN, November 1947, Vol. 9, No. 11) overlooks the per- 
sistence of the unbalance in the United States and its consequences. His argument that the 
experiences of the 1934-8 period—in which world trade proved to be more resistent to 
unsettling influences than in 1929-31—do not support the scepticism about the beneficence 
of non-discrimination, because the recovery of world trade in that period was slower than 
in the previous decade, neglects the vital fact that in the earlier period it was the large 
volume of loans—foredoomed to default by the basic unbalance of the U.S. international 
position—which increased the volume of-trade, especially the volume of trade in manufactures. 
No doubt an even flow of gifts and political loans from the U.S. (non-repayable at will), 
would be desirable for reconstruction, but their perpetuation cannot form the basis for 
British policy. Once the exceptional distortions due to the war are overcome a system 
should be striven for which does offer a chance of equilibrium. 

* The international implications of full employment. Oxford Institute of Statistics 


Hconomics of Full Employment, and The Charter of International Trade (BULLETIN, March— 
April, 1947). 


BRITAIN AND THE GENEVA TARIFF AGREEMENTS 421 


ship not only when deflation in a single (dominant) country enforces deflation 
all-round, but also when one of the countries of the system has a substantial 
initial advantage in size and in natural resources, technical knowledge as wéll 
as capital intensity. If such predominance is once established it tends to be 
maintained because superior wealth enables greater expenditure on research 
and investment. To establish ‘ infant ’ export industries preferential agree- 
ments are needed, if the State itself does not take it upon itself to establish 
and maintain them. The latter method is not usually advocated by ‘ liberal ’ 
economists. The rest of the system will then be forced to content itself 
with occupations less productive than those already occupied by the pre- 
dominant power, unless indeed they can build up national industries which 
can still be protected by tariffs and (in case of balance of payments difficulties) 
by quantitative import restrictions. The general agreement on tariffs, by out- 
lawing new preferential arrangements and reducing existing preferences, 
works against the restoration of such balance between regions and will tend 
to promote national autarky to the detriment of the exporters of manufactures 


other than the U.S. 


EXPANSIONARY BILATERALISM 


4. But even apart from this fundamental misapprehension about the 
nature of the present problem of international trade, the method by which the 
general trade agreement was arrived at is bound to perpetuate the balance of 
payments difficulties of the world. It appears that the status-quo of 1939 was 
taken as a starting point and concessions negotiated on a quid-pro-quo basis. 
But as the 1939 relative level of tariffs was evidently inconsistent with 
equilibrium—even given the complicated bilateral discriminatory measures— 
and as other developments (e.g. the rise of synthetic rubber production in the 
U.S.) have further worsened the chances of the outside world to regain 
equilibrium, this is a false basis for achieving equilibrium. Only if the U.S. 
had consented (apart from the establishment of a preferential system to take 
care of the problem discussed above (para. 3)) to considerably greater con- 
cessions in the matter of tariff levels than she received could we be confident 
of having narrowed the basic disequilibrium of the world economy. 

It may be argued that the consequent persistent tendency to balance of 
payments difficulties will be taken care of by the maintenance or reimposition 
of quantitative import restrictions. But such restrictions may not in all cases 
be the best method of restoring the balance of payments. Unless the quotas 
granted under them are auctioned, awkward problems will arise from the 
growing discrepancy between internal and external price levels. If that 
method is followed its monetary repercussions may be considerable by way 
of a demand for higher wages. And it will not in all cases be possible to 
establish a system of rationing to control the final demand for the product in 
question. Altogether it is surprising that so little attention was paid to the 
implications of the perpetuation of the basic disequilibrium in world trade 
on the chances of restoring the international ‘ price mechanism’. A deep- 
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seated disequilibrium will obviously tend to prevent the abolition of quantita- 
tive controls, i.e. will divide the world economy by maintaining a system of 
regulations which are ‘ non-conformable ’ from the point of view of a ‘ free- 
market’. In many cases countries would undoubtedly prefer to deal with 
their balance of payments difficulty by tariffs rather than quantitative controls. 
If the basic disequilibrium due to the special position of the U.S. had been 
reduced, such controls might have been limited to exceptional and temporary 
emergencies. As it is, the likelihood of their abolition is slender. Yet, as 
we shall see below, the procedure adopted for bilateral deals which under these 
circumstances are the only expedient to increase world trade will leave.the 
world at the mercy of restrictionist and autarkic forces. The dilemma of the 
U.S. Administration resulting from the necessity of driving hard bargains on 
tariffs because of fierce Congressional pressure and its desire to see the restor- 
ation of international market economies has not been resolved. Britain was 
consequently thrust into an exceptionally weak position: not able to bring to 
bear her power to plan the exchange of goods yet without hopes for a revival 
of an expanding world market. 

5. Attention, moreover, should be particularly directed to the fact that 
the General Agreement on Tariffs reproduces almost without change Chapter 
IV of the I.T.O. Charter, but omits Chapter II on Full Employment. 
Articles XI—XVII of the General Agreement correspond to Articles 20o—24 
of the Charter of the I.T.O. But, as Articles 3 and 5 of Chapter 2 of that same 
Charter are not incorporated, the partners of the U.S. will be in a much 
weaker position to tackle the problem of a ‘ persistent maladjustment in a 
member’s balance of payments which is a major factor in a situation in which 
other members are involved in balance of payments difficulties which handi- 
cap them in carrying out the provisions of Article 3 (maintenance of domestic 
employment) without resort to trade restrictions ’. Should the Charter not be 
ratified at Havanna the Commonwealth which has given its assent to the 
General Agreement will be in an awkward position. The fact, moreover, that 
by accepting the General Agreement on Tariffs we have assented to large 
parts of the I.T.O. Charter reduces our power of insisting on further modifica- 
tion of the proposed Charter, however necessary they might seem to Parlia- 
ment. 

6. Article XIV of the Trade Agreement (Article 23 of the Charter) 
permits the conclusion of special reciprocal purchase agreements for the 
procurement of additional imports on a discriminatory basis only for a limited 
period of time and stipulates yearly revision of these agreements in spite of 
the fact that it is recognised that such agreements, especially if concluded on 
a long term basis, might considerably increase total world trade. Moreover, 
Articles XI—XIV of the General Trade Agreement do not provide for the 
imposition of multilateral restrictions against countries whose balance of 
payments has become excessively favourable by their own fault. Thus we 
shall be forced, when the time comes, to resort to a series of short-term 
piece-meal bilateral agreements instead of being able to conduct trade on a 
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multilateral basis between countries whose balance of payments has for the 
same reason become deficient. 

Surely the whole philosophy of this part of the Agreement is mistaken and, 
in the long run, exceedingly dangerous to industrial exporters in the position 
of Britain even if the rest of the restrictions permit them to emerge from their 
present troubles, mainly due to the decline in their productivity (as contrasted 
with the long run problem of finding markets for their produce). It is not 
to be expected that agricultural exporters whose interests are to some extent 
protected by Chapters III and VI of the Charter, laying down special rules 
for economic development and for the inter-governmental regulaticn of 
primary commodities, (the latter on a restrictive cartel basis)—will be eager to 
discriminate im favour of countries whose balances of payments have become 
deficient because of the depression in other countries, 7.e. because those 
countries have become cheaper as a result of the depression. They will 
continue to buy from or even switch their custom towards these cheaper 
countries until the consequent balance of payments disorder in the relatively 
* dear ’ countries will force the latter on the basis of Article XII of the General 
Agreement (Article 21 of the Charter) to institute quantitative import regula- 
tions. Then, and only then, would Article XIV of the Agreement (Article 
23 of the Charter) come into operation and permit the conclusion of bilateral 
agreements. Even this right is menaced by paragraph 3c of both Articles, 
which enables America by a simple vote of majority to declare that the need 
for the application of this paragraph has altogether ceased. If the U.S.S.R. 
were not to become a member of the Organisation, which is not unlikely, 
America can muster a majority in the Organisation from among its zmmedtate 
American satellites and other countries who are not interested in industrial 
export markets, Thus the Charter delivers countries which depend on manu- 
factured exports into the hands of America. 

But even were this not the case, the lengthy and clumsy procedure out- 
lined in the previous paragraph will take so long that there will be no time to 
develop a system of bilateral agreements to safeguard supplies, before the 
balance of payments pressure has forced the industrial exporting countries to 
deflate energetically. Thus the total absence of reference in the Geneva 
Agreement on Tariffs to the duty to sustain full employment, and the weak- 
ness and lack of sanctions in the vital Chapter II of the I.T.O. Charter, 
dealing with that aspect of international economic relations would render a 
consistent full employment policy in Britain and the Commonwealth im- 
possible if the concurrence and collaboration of America could not be 
obtained. ; wie 

It is, of course, to be hoped that the United States will maintain full 
employment and assist in a progressive development of the world economy, 
especially of those areas which have been devastated or weakened by the war 
or which have been lagging behind in economic progress. Indeed, the 
Marshall Plan, which will undoubtedly contribute to the stabilisation of 
American business activity and provide vital help for the reconstruction 
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of Europe, is an important and hopeful augury for the future. Nevertheless, 
it is much to be regretted that our delegation to Geneva have not insisted 
on incorporating Chapter II of the I.T.O. Charter into the General Agree- 
ment on Tariffs, which will become binding on us irrespective of what 
happens to the Charter, and above all, that they have not insisted on strength- 
ening Article 23 of the Charter by providing an automatic multilateral dis- 
crimination against a country which fails in its duties to maintain full employ- 
ment without recourse to an unbalanced and persistent export surplus, 2.e. 
an export surplus not corresponding to long-term foreign lending. Indeed, 
when some smaller countries saw the dangers implicit in the present text, 
the British Delegation opposed amendments which would have obviated these 
dangers. The fact that multilateral discrimination is possible against a country 
whose currency has been declared ‘scarce’ by the International Monetary 
Fund does little to help matters as the Scarce Currency Clause does not come 
into operation quickly enough in the case when it is a strong country that 
develops a disequilibrium in her balance of payments and threatens the 
equilibrium of other countries. 

7, Certain misapprehensions seem to have arisen in respect of 
the aims and modus operandi of bilateral trade agreements, misappre- 
hensions which have been given wide publicity by the report of the 
Committee of European Economic Co-operation.: The case for dis- 
crimination and thus for bilateral or limited multilateral deals rests? from this 
point of view (z.e. apart from the need to establish more equal trading areas) 
on the existence of a monetary unbalance between parts of the world economy. 
This unbalance can arise either because some countries are depressed when 
others are prosperous (or less depressed) or because some countries are 
suffering from more acute inflation than others. The latter case might arise, 
as it has in Asia and Europe, because of a failure of reconstruction and of 
restoring production. In all these cases unconditional multilateralism would 
depress the volume of trade as all countries would have to cut their imports 
all round until they reach equilibrium with the most depressed (or least 
inflated) country. An expansion of trade and employment can be secured if 
any of the countries with ‘ weak ’ currencies produce goods to be exchanged 
with others in the same position. The larger the area in which these exchanges 
can take place, the greater the gain from this trade—provided the same 
objections do not arise against this limited multilateralism as have arisen 
against the unlimited one. 

Such exchanges can be promoted in two ways, one monetary and one 
non-monetary. ‘The first is to grant unlimited reciprocal convertibility, i.e. a 
clearing agreement without specified limits. The second is to arrange con- 
sciously for an increased exchange of specified (classes of) goods. In the first 
case the purchases by one country will automatically increase effective 
demand in the second country and lead to increased intercourse without any 


? Cf. especially Vol. I. Appendix E, Chapter III, para. 13 (also paras. 11 and 14-16). 
* Cf. my essay on the international implications of full employment, op. cit. 
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‘ overspill ’ into ‘ outside ’ (hard) currency areas. ‘This method is preferable 
if the participants are not producing staple commodities in.respect of which 
bulk purchase agreements can be arranged. The easy availability of certain 
currencies as against others will promote trade between countries and help 
to overcome difficulties in ‘ selling’. 

It should be noted, however, that as long as there is a strictly limited 
ceiling for the balance of the clearing after which gold or hard currency 
payments must be made ‘clearing’ agreements do not differ materially 
from unconditional convertibility. In both cases the participating countries 
have an interest to cut down imports in order to achieve a surplus and thus 
obtain “free” exchange. It stands to reason, however, that there might be 
certain goods (and services) which cannot be obtained within the participating 
(soft) countries (or can be obtained at a considerable disadvantage only). 
The purchase of these commodities must then be undertaken jointly by the 
members of the clearing. ‘They therefore have to pool their receipts of ‘ hard ’ 
currencies. The logical outcome of a system of ‘ bilateral ’ deals which lead 
towards ‘limited multilateralism’ is to establish a ‘hard currency pool’. 
Such a system will reduce ‘ outside’ monetary pressure on the inter-clearing 
trade of the participating countries without ‘hurting’ the ‘ outside’ area 
from which purchases will be made up to the maximum availability of ‘ hard ’ 
currencies. Once the discrepancy between the ‘inside’ and ‘ outside’ 
monetary tension (z.e. the relation of money demand to available supplies at 
current prices) relaxes, the ‘limited’ multilateralism would automatically 
became ‘ unconditional ’ because the availability of ‘ hard’ currencies would 
increase and there would be no reason to ‘ ration’ them among the members 
of the pool. 

The successful working of such a pool depends on the relative ‘ monetary ’ 
tension within each participating country. If some participating countries 
are ‘ softer ’ than others, they would immediately attract goods and develop a 
deficit in respect of the rest of the ‘ pool’. ‘Thus they would ‘ inflate Pine 
rest and aggravate its supply position (and thus its potential deficit towards 
hard currency areas). If the differences in the monetary position of the 
participating countries are not due to dynamic causes still at work, an 
exchange adjustment between them would remedy this problem ( just as the 
position of the pool as a whole to the outside area can be rectified in this way 
in similar circumstances.) Otherwise the maintenance of quantitative 
restrictions and of exchange control would be necessary within the area of the 
pool. . 

In extreme cases—e.g. at present in Europe—aill balances above an agreed 
limit resulting from bilateral agreements must be made convertible into gold 
in order to avoid the swamping of the relatively ‘ hard’ by the inflation of 
the ‘ softer ’ areas and the expansion of trade directly planned, not left to the 
automatic influence of clearing agreements. 

It stands to reason, however, that it is not the convertibility of balances 
which now impedes trade but the lack of supplies. If supplies were available 
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trade could be made to balance more evenly and the problem of convertibility 
would be less acute. A premature convertibility or transferability of curren- 
cies within Europe now would lead to an immediate accumulation of balances 
of the weaker countries in the hands of the stronger countries and the 
aggravation of the position of the latter. The only way in which such anomaly 
could be avoided is a carefully planned expansion of output and trade within 
the ‘ soft’ currency area in order to reduce the need for obtaining supplies 
in the ‘ hard’ currency area. Even this will invole sacrifices on the part of the 
‘less soft ’ countries for they will have to pool their ‘ hard currency ’ receipts 
with their ‘ softer’ partners. But it is likely that the increase in the trade 
within the soft area as a whole will more than offset the losses caused by buying 
at ‘ higher ’ prices supplies from ‘ soft ’ rather than ‘ hard ’ countries. 

In practice this means that a complete ‘ pooling ’ of currencies in Western 
Europe is not yet feasible. What is needed is the establishment of several 
pools (one of which should be the Sterling Area Pool) which could then be 
combined into a ‘ Marshall Plan Super Pool’ to distribute dollar receipts 
after all measures have been taken to obtain supplies from areas other than 
‘hard’ countries. By stages, as the reconstruction of Europe advances and 
the monetary position becomes more unified these separate pools can be 
combined until there remains only the ‘Super Pool’ channelling U.S. help 
into Europe.! 

There can be no doubt that such pools and other forms of discrimination 
are easier to work if their task is to isolate deflation or to avoid pressure origin- 
ating in the difficulties of selling, rather than to overcome the effects of 
inflation of a breakdown or insufficiency of production. In the latter case 
they are hampered by the inability of the ‘ softest ’ countries to expand pro- 
duction and pay for the increased imports by exports. It would be foolish, 
however, to discount their usefulness in future when selling rather than 
producing will be our main preoccupation merely because now we suffer from 
the opposite trouble. 

8. The General Agreement on Tariffs does not incorporate even the 

1 The Anglo-Swedish Agreement which undertakes a planned expansion of trade is the 
first of the new agreements which has an ‘ expansionist ’ character. In all others Britain 
merely received a limited credit after the exhaustion of which it was in the interest of the 
clearing partner to increase exports and cut imports in order to obtain dollars by the resulting 
surplus. The Belgian Agreement which broke down within a few weeks is the most startling 
example. Since the above was written the Special Committee set up in accordance with the 
recommendations of the Committee of European Economic Co-operation has held two 
meetings. Instead of pursuing the impracticable idea of inter-European convertibility the 
B.I.S. was entrusted with the task of arranging for multilateral compensation deals (cf. 
The Economist, December 6th, 1947, p. 934). Such deals witll enable countries to maximise 
their international exchanges within the limits set by the availability of supplies for which 
markets are available. Trade will not be stifled merely because demand cannot be made 
effective within the framework of bilateral agreements. Yet no dollar payments will be 
exacted. Thus a limited multilateralism excluding ‘ hard currencies ’ has been established. 
Benelux, France and Italy have signed the agreement while the Scandinavians and the 
U.K. have signified their ‘ occasional conformity ’. The resuscitation of the B.1.S. shows 
that the I.M.}’. has by its unfortunate bye-laws been prevented from playing any beneficial 
role in increasing the smoothness of practicable schemes, while the insufficiency of its 


means has been amply demonstrated by the need for the Marshall aid (which in its most 
important implications also supersedes the basic principles of the earlier settlement). 
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rules on subsidies elaborated by the Charter. It only contains a general 
agreement of the signatories to negotiate with their contracting partners if a 
subsidy granted by any one increases exports or decreases imports. The 
discrimination against export subsidies, which is the weapon of a small 
country, while merely requesting members to negotiate about the ‘ possibility 
of limiting the subsidisation ’ if the subsidy is a general one, unduly favours 
rich countries like America. The United States, moreover, are favoured, and 
thus the probability of a continued dollar unbalance further increased, by the 
unequal treatment of primary commodities not merely so far as subsidisation, 
but also so far as restrictive practices are concerned. 

g. An additional point on which the General Agreement on Tariffs 
is much weaker even than the I.T.O. Charter is the general treatment of 
preferential agreements. This aspect is of special importance for Britain if 
she is to endeavour to rectify the unbalance between America and Europe 
which demands the deflection of trade into new channels. The formation 
of new preferential customs unions is completely outlawed by Article XXIV 
of the General Agreement, and it is doubtful whether it is now admitted by the 
Charter.t The establishment of such Unions might, of course, be proposed 
under Article 95 of the Charter, but as two-thirds majority is required an 
American veto would in fact rule this possibility out. 

The use of preferential treatment for development purposes mentioned 
in Article 15 of the Charter has not been reproduced in Article XVIII of the 
General Agreement. As the bilateral agreements permitted to us in our 
present situation under Article XIV of the General Agreement must ‘be 
exceptional and temporary in character and must not constitute long term 
agreements, the General Agreement on Tariffs is far more likely to interfere 
with our necessity to develop Africa than the general concessions made by the 
Government on Empire preferences to the U.S. 

It is this persistent discrimination against efforts to establish a large-scale 
economic territory capable of development on the basis of long-term plan- 
ning which is the real threat contained in these agreements against our 
future. The Bretton Woods agreement, moreover, prohibits reciprocal pay- 
ments agreements which are the sole means of promoting trade between 
countries which both suffer from deficiencies in their balance of payments, 
and which do not produce staple standard products with recognised world 
markets (in respect of which bulk sales are possible.) The new system of 
prohibitions, elaborated in these post-war economic agreements and accepted 
by the Government tends to reduce our capacity of restoring the disturbed 
balance between the Eastern and Western hemispheres, and also between 
agriculture and manufacture. 

Finally, the fact that neither the General Agreement nor the Charter 
outlaws tied loans—a most powerful and discriminating means to promote 
exports—shows that the United States, well aware of their war promoted 


superiority, mean to retain it. 


1 The passages in the London Draft of the Charter on Customs Unions have been almost 
completely re-written. 
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CONCLUSIONS 

We may conclude :— 

1. The scope of tariff concessions has not been considerable. The hopes 
that the expansion of British exports by 75 or more per cent of their pre-war 
volume would be substantially aided by a general increase in the volume of 
foreign trade due to a decrease in tariff barriers negotiated at Geneva, have 
not been fulfilled. 

2. The possibility of increasing British exports by a common planning of 
economic development and exchange of goods by more than one country 
has been rendered all but impossible by the two Agreements negotiated at 
Bretton Woods and Geneva. 

3. The agreements on tariff schedules have been negotiated bilaterally. 
The negotiations started from the pre-war schedules and (powerfully rein- 
forced by the opposition of the dominant ‘ high-protection ’ party in the U.S. 
Congress to any concessions) it was implicitly assumed that any reduction of 
the U.S. tariffs must be matched by equal or greater counter-concessions by 
foreign countries. In fact the U.S. as the potential lender, was in an excep- 
tionally strong position at the present juncture; the concessions consequently 
are if anything smaller than those received by her. Insofar as the discrimina- 
tingly favourable treatment of primary products also operates in favour of the 
United States; insofar as the possibility of general subsidies or price mainten- 
ance also operates in favour of the richest country; insofar as tted loans must 
be regarded as discrimination in favour of potential lending countries while 
the prohibition of reciprocal purchase agreements substantially robs import 
surplus countries of their bargaining power; insofar as the rule of non-dis- 
crimination in a world of countries of unequal size operates to reinforce the 
predominance of the most powerful country, we must conclude that these 
agreements, far from decreasing, have reinforced the structural tendency 
towards a persistent American export surplus and thus endanger the stability 
and independence of poorer and smaller countries. It is somewhat ill-advised 
therefore to describe these agreements as having ‘ established a fair trading 
system ’ or to suggest that it operates in favour of the drive to ‘ increase 
United Kingdom exports on a permanent basis’ and without harsh sacrifice 
on the part of the British population, as it has been done by the White Paper 
issued by the Board of Trade. 

4. It is apparently thought that the import restrictions permitted under 
Art. XII of the General Agreement in case of ‘ balance of payments diffi- 
culties ’ would effectively safeguard the interest of the rest of the world. But 
these restrictions will necessarily contract international trade while the interest 
of the countries which follow employment policies which are likely to lead to 

balance of payments’ difficulties and-the world in general lies in the 
direction of a planned and balanced increase in international exchange of 
goods and services. The discriminatory bilateral deals permitted under Art. 
XIV, which do in fact promote such an expansion of trade are conceived as 
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temporary and short run in character only, and are further menaced by the 
possibility of a premature termination of this clause. If the basic un- 
balance of the world economy were only of a short-lived and superficial 
character such measures might be sufficient. Even in that case an 
automatic and multilateral discrimination against the persistent and un- 
balanced excess-exporters would be a far more ‘ expansionist ’ measure. The 
main achievement of the London Conference to penalise unbalanced surplus 
countries seems to have been completely lost from sight. As it is, the agree- 
ments signed will tend to perpetuate the present unbalance of the world 
economy. 

5. The only sure way out from this dilemma (unless we decide to repudiate 
these agreements) would be the formation of complete customs unions 
including the Commonwealth and Western Europe. This is politically 
impossible and economically impracticable. The formation of a common 
currency territory by these countries, having a common quota in the monetary 
fund and empowered by Article 23 of the Charter to take common defence 
measures, is a very much more dubious alternative left. This would amount 
to the formation of a common doilar pool which is still permitted by the 
insttument. The dollar pool, by arranging a careful schedule of tied loans 
between its members, would also be able to promote deliberate economic 
development on the basis of a long-term plan. 

6. These conclusions must not be interpreted as a general condemnation 
of the ideal of formulating ‘ international rules of economic conduct’. Such 
rules, if well conceived, would be invaluable in easing the problem of main- 
taining or restoring international equilibrium. But, as we have shown, neither 
the Final Act of Bretton Woods nor the proposed Charter of the projected 
International Trade Organisation (and the General Tariff Agreement em- 
bodying its most important parts) can be regarded as adequate in helping 
the process of reconstructing the shattered equilibrium between the Eastern 
and Western Hemispheres and between agriculture and manufacture. They 
moreover prejudice the long run prospects of smaller and poorer countries, 
especially those which have to rely for the acquisition of essential foodstuffs 
and raw materials on the exports of manufactures. It is regrettable that 
those responsible for the preparation and presentation of the British case 
have been far too slow to appreciate these aspects of ‘ non-discrimination ’. 
They have failed to realise the seriousness of our problem and to comprehend 
the implications of the modern theory of equilibrium and imperfect compe- 
tition on the present-day international problems. The concessions wrung 
from the U.S. and the U.K. by smaller powers show that a satisfactory 
settlement could have been obtained if this country had devoted the long 
years spent on the elaboration of the objectionabie agreements (to the exclu- 
sion of the smaller powers) for the enlightenment of U.S. officials and public 
opinion and had taken practical steps to establish a close collaboration with 


he Dominions and Western Europe. 
T. BALOGH. 


TABULAR APPENDIX. 


EDITORIAL NOTE 
The following tables illustrate the economic developments in U.S.A. 
and individual European countries by presenting the trend of production, 
prices and foreign trade in recent months compared with typical war and 
pre-war years. 


Explanation of symbols : 
the figure is not available. 


() figures provisional or approximate. 
— figure is negligible. 


TABLE I 


Industrial Production (or Employment) 
Index Numbers: 1938=100 


1939 1945 1946 1947 
Index Numbers Apr. May June July Aug. Sept. 
Industrial Production 

ORS ACA ees Ses Bel Pe EB IIa 210, 208-208. 200) 208" Zit 
France ... aa Ra (me rn 46 81 1027102 97 94 aid wee 
Belgium re s-sie 205 38 88 10959407 «yD 055 c LOO me 41.00 
Netherlands... ech etek 31 73 89 88 91 94 ase nie 
Denmark!” eae see] ek OS 74 OT") TOG" V1L0Sy LOS sri Ze asti4e 116 
Sweden a ote 06 91 110 1120 id VA > Uh el 12 109 sant OS 
Norway? abe coop LO? 60's -100" i" 1137" tea" ize 19 “120 A120 
Finland? ... ae seat ieee 52 70 85 81 82 74 79 87 
Poland‘ ... agi zaalrytess we 79 99 99 103 99 ise sit 
Bulgaria ... née 2c} 100 ee 122 123 ~ 134 151 7 150°" T49R 2149 
italy? ==: wee Zesft LOO as 47 52 61 a ded ae ue 
Germany :* 

British Zone ... scala Sacohs ee 31 33 34 34 36 37 

American Zone Bae ee ae 37 46 49 48 52 51 

Industrial Employment 

Switzerland’... ote OO Ft Oe kes 130 eee 131 wale oan 134 
Czechoslovakia® Del ace = 86 92 93 94 =e ws nets 
Great Britain® ... oe MOO 100 97 £03.98 103 wrlO3 qni1'03) o104) #05 


Sources: Official Statistics. For Belgium: Institut de Recherches Economiques et Sociales, 
Louvain ; for Sweden: Sveriges Industriforbund; for Finland Unitas; for Germany :— 
oe Commission (British Element) ; for Jtaly: Confederazione Generale dell’ Industria 

taliana. 

1 Mining and Manufacturing, except Denmark (manufacturing only), and Netherlands 
(mining, manufacturing and public utilities). 

? Adjusted for seasonal variations. 

’ Total (export and home) industry ; seasonably adjusted. 

‘Output of national enterprises and of enterprises under state control. 

5 1939=100 provisional figures. § 1936=100. 

7 Wage earners employed in manufacturing, and building. Quarterly figures. 

§ Total employment in manufacturing, mining and building, 1937—100. 


* Employment (incl. employers and self-employed) in manufacturing. June 1939=100; 
all annual figures refer to June. 


10 Revised series. 
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TABLE II 
Wholesale Prices? 
Index Numbers :: 1938=—100 
2 eS 


1947 
Index Numbers 1939 1945 1946 | Apr. May June July Aug. Sept. Oct. 


UeSrA. a? 98 134° ©1454 188 9187 9188" 191 4196 197 200 
U.K. a 10L 167 Fee73 E85: B86: Gis8o e101 LO e192 195 
8 O15, -138 “142 5S) lot B95) BSS e158 159s eel 
France a 105 375 648 847 946 904 888 1004 1026 1122 
b 92 (275) 190 248, 275 265) 2200 6 29Z 7294 328, 
Holland a LOZ RAT 245 264 £202 9264) 2260748200" “foe 
b 99 (122) 169 LST ee SOA Sts LoS SZ aes 
Switzerland a 104 206 201 207, W207 208) 208.55 209)” 210 F216 
b £03). Pixs 204 BAL il e212) 212 213 214220 
Sweden a 103" 373 9108 £73) 9179" SO) BLSORs 180) 180 tsE 
b 08 ee 173 196 198 199 199 199 199 200 
Denmark a 105 190 188 202 204 205 210 210 209 209 
b 08 a. 180 193 5a 95; i906) 201 = 201 5200-200 
Norway a 102 97177 PEL6S 2 ee Stel et Oh Oe oS 
b O7 Be:. 138 141 142 144 147 147 «=©£147 = «6147 
Finland a 106 386 605 675, BO382. 688) ya 04 750 ee OU are: 
b OS Tee cr 23233) 230 ee oe ee ZO 259 
Czechoslovakia a TUS Mel 7S BeZ95 B07 2307) 307313 Se sl4~ F3is 
b 14 170 gn 7 ieeel7 7, eelot os Ste 182 
Italy a a: 4533) 5203015329 515295 08/6 es 


1 Prices expressed in national currencies and in U.S. dollars at official rates. 
2 a=in national currency. 


3b=in U.S. currency. P 
Taste III 
Wages 
1947 

Index Numbers! 1939 1945 1946] Apr. May June July Aug. Sept. 
WS 7A. oe fos Pe 101% 916300 173-0189) 192 9 196 19709 799 
United Kingdom’ ... cr) eee 149 peiG2) e165. 166 9.167) 1678 IGS eaa6 
Switzerland‘ oe ...| 100 146 160 a ie” Ba0 5a T7 See. 
France5 Ze aes eet ses 285 400 | 434 sith won oe oS a 
Netherlands® abe No}, 100m131 1el63, 4166) 165998167 “4167, B69) 170 
Czechoslovakia’... Syl 100snn182 504) Ip 509 S13 eol5) Slee Slim SLT 


Czechoslovakia’... «++! SUN O46 

1 Bas riods: U.S.A. and France: 1938=100 ; United Kingdom: September 1939= 
100; ples : Jan.—August 1939=—100; Netherlands: 1938-9=100 ; Czechoslo- 
vakia : March 1939=100. : ‘ 

2 Average hourly earnings in manufacturing. d 

3 Weekly wage rates; Ministry of coe (all industries). 

: ly rates in industry ; quarterly figures. 

5 abe ee eo bavis of suaiiiled workers in industry. The annual figures refer to 


October. ; 4 
6 Hourly rates in industry. 7 Hourly rates in manufacturing. 


432 THE BULLETIN 
TaBLe IV 


Foreign Trade 
Volume Index (Deflated Values: 1938=100) 


1947 
Index Numbers 1939 1945 1946] Apr. May June July Aug. Sept. 
U.S.A. Tmports’ |) 1491301398 || 150 5128 e130 ee oe 1s, Se 
All Exports | 105 183 191 261282) BZA. A227 ZZ Bos 
U.K. 508 Imports 97 62 69 G72) Bese GEN ee? ae 898 
Exports 94 46 99 OUT eee LO22P ee ree 4 
France wes Imports 88 34:0 0122) 1120 220793 p13 22405 Ao 
Exports 99 10 43 92 89 92 87 78 oa 
Switzerland Imports | 117 31 §104 1/0149 [154 g148) 153  158es9 
Exports 96 57 S08 1085 (hd 126.5) 123 93) TNT 
Denmark ... Imports 98 21 86 TZ, 98 121 91 80 90 
Exports | 101 32 60 76 91 72 79 61 70 
Sweden ... Imports | 109 21 67 86 eld 2 427 20 aa 
Exports | 106 56 78 7Z 76 87 92 92 Hie 
Norway... Imports |} 111 46 78 ESS eee) AG 99 Soaks 


Exports | 108 19 61 76 96 113 71 78 86 


Poland dae Imports‘ 97® 160 95, WitO3" 823255 147 
Exports | ... 17° eS. 47 63 67 65 ae aes 
Finland... Imports 86 12 35 AZ 46 49 54 56 58 
Exports 95 iy 45 43 56 57 57 60 60 
Hungary ... Imports not 1 16 43 47 53 48 58 56 
Exports |... Baz 15 32 24 27 30 20 25 


1 Average of 1st quarter. 2 Average of 2nd quarter. 
5 Average of 3rd quarter. 4 Incl. U.N.R.R.A. deliveries. 
5 Monthly average of 3rd and 4th quarter. 


TABLE V 


COALMINING AND SUPPLIES 
A. Hard Coal. Output and Employment 
Monthly figures or averages! 


U.S.A.2, U.K. West France? Bel- Hol- Po- Czecho- 
Ger- gium land land = slova- 
many? kia 


Employment (000)* 


Av. 1946 bon|) ose 699 235 313 158 34 182 55 
1947 July... ced fe aigec 719 287 326 163 38 192 Ses 
Aug? face. ace(! aboot 719 296 324 161 38 193 
Sept: 7s... Sat? coe 716 296 328 156 38 194 
Oct. 360 a eee 75, 308 331 153 37 196 as 
Oct. as % of 1935-38... ... 93 97 150 111 122 132 1357 
Output (Mill. m. tons) 
Av. 1946 Soe <y 44.0) | 16.0 5.1 3.9 19 0.7 3.9 1.2 
1947 July 39:77 1355 6.9 4.0 1.8 0.9 5.0 13 
Aug. 50:86 9.13.6 7.0 ay! 1.8 0.8 5.1 Teg 
Sept. Saal cheek Lue 7.2 4.0 2.0 0.9 5.4 1.3 
Oct. aah teal cores 18.2 TRU 4.6 Zu 0.9 5.8 Abr 
Oct. as % of 1935-38 156° 90 68 121 90 84 113 117% 
Output per manshift 
(tons) 
1947 June... 50] nes 1.037) 20:89" 7058. 0:58) 0.90 oom GG 
lily sate eaces 106. “0.015 0582 0:57. SET 00 maoeuen 1:08 
TNR one asl al ae 1.05) 0:93 0:58) 0.56" 1:32 9 25 ene 
SOD Gs mig sues mee aoe 1.07 0.94 Bis O58" VSS 1.28 wae 
Sept. as % of 1935-38| ... 97 58° 686 75 78 as 778 
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B. Production of Lignite.® 
Monthly figures or averages 
Thousand metric tons Germany Czechoslovakia 
West Zone East Zone 
Average 194 
1947 May ... 4,486 8,256 1,884 
june. 4,726 8,244 1,814 
July 5,110 8,725 1,864 
PRS ns 5,057 8,571 1,848 
Sept. ia 523 ae 1,885 
Sept. as %, of 1935-37 105 139 
€. Total Imports of Solid Fuels including Bunkers (ton for ton) 
Monthly figures or averages 
Thousand Av. 1947 ie 
metric tons 1946 May June July Aug. Sept. Oct. Oct. as 
COE 
1935-38 
France... Beall cary 1347 1396 1624 1829 1922 2097 105 
Belgium _...|._-- 262 442 540 396 599 531 624 119 
Holland -..| 268 394 407 365 325 296 345 49 
Luxembourg...) 154 182 193 217 202 217 223 88 
Norway ep ley) 268 360 296 239 204 205 80 
Denmark ae} a oL4: 453 578 442 481 424 388 82 
Sweden sod) Pi 453 602 755 648 803 775 118 
Switzerland ...; 128 204 206 212 207 229 270 99 
Italy ... «| 471 792 1050 905 918 950 839 76 
Finland oa 68 91 173 190 193 181 255 176 
Portugal ae 48 85 75 105 88 119 77 71 
D. Exports of Solid Fuels excluding Bunkers (ton for ton) 
Monthly figures or averages 
Thousand Av. 1947 Sept. as 
metric tons 1946 Apr. May June July Aug. Sept. % of 
1935-38 
SA: ---| 4105 4940 7630 7500 5299 5307 
Thereof to 
Europe cet et a20 2024 2820 3380 3293 3543 3837 onb 
iDielite Abe Bon 385 30 73 75 69 82 ay 4 
West Germany | 1089 754 921 1132 930 1286 1076 37 
Poland cg) WALLEY 1486 2122 2178 2514 2520 2385 ee 
Czechoslovakia 55 124 111 115 145 166 eee 50° 
France... aac 3Z- 34 55 43 45 28 34 34 
Belgium an 78 179 181 171 226 212 225 44 
Holland ers 36 42 48 61 46 45 48 10 


Source: European Coal Organisation ; United Nations, Monthly Bulletin of Statistics. 


1 Calendar months. 


3 British and French zones (see also footnote 8). 
4 Underground and surface workers, excluding office staff. 


5 September. 


§ August. 


? July. 


2 Including a small quantity of lignite. 


8 Overall. The figures for Germany refer to the British zone only. 
® Eighty-nine per cent in the French zone. 


10 Conversion rate for Germany: 9 units lignite=2 units coal ; 
units lignite=10 units coal. 


for Czechoslovakia ; 17 


